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October 29, 2014

The Honorable Tom Dempsey, President Pro Tem of the Senate
State Capitol Building, Room 326
Jefferson City, MO 65101

Dear Mr. President:

The Senate Interim Committee on Tax Administration Practices has met, taken testimony,
deliberated, and concluded its study on tax administration issues in Missouri. The undersigned
members of the Panel are pleased to submit the attached report.
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L. Charge of the Panel

Pursuant to Article I1I, Section 22 of the Missouri Constitution, Senate President Pro Tem
Tom Dempsey established the Senate Interim Committee on Tax Administration Practices. The
committee was charged with investigating the process and policy used by the Missouri
Department of Revenue to interpret, enact, and enforce tax statutes and uncover any potential
conflicts or inconsistencies in the administration of tax law.

I1. Panel Activities

The President Pro Tem of the Senate appointed Senator Will Kraus, Senator Wayne
Wallingford, Senator Bob Dixon, Senator Ed Emery, and Senator Eric Schmitt, Senator Scott
Sifton, and Senator Paul LeVota to the committee. Senator Will Kraus was selected as the chair
and Senator Wayne Wallingford as the Vice Chair.

Over the course of several weeks, the Senate Interim Committee on Tax Administration
Practices held public hearings, solicited public testimony, and developed recommendations.
Hearings were held on the following dates:

e July 17,2014 - Delta Woods Middle School, Lee’s Summit

e August 12, 2014 — St. Louis Community College Corporate Campus, Bridgeton
e September 3, 2014 — Springfield Area Chamber of Commerce, Springfield

e September 9, 2014 — State Capitol Building, Jefferson City

A. Summary of July 17" Meeting — Lee’s Summit
1) Edward Heilman and Thomas Roszack - Ace Imagewear

Mr. Heilman owns Ace Imagewear which is a uniform and fabric supply company. Ace
Imagewear is a third generation, family owned business located in Kansas City. Mr. Roszack is
legal counsel for Ace Imagewear. Ace Imagewear owns various types of textile materials, rents
them out to customers, and periodically picks up the textiles for laundering. The company was
audited by the Department of Revenue approximately three years ago. The audit took over a
year to complete. Upon completion of the audit, the Department determined that sales tax should
have been paid on the supplies used in the laundering process. ACE Imagewear was assessed
three years of back taxes as well as penalties and interest. Mr. Heilman questioned why prior
audits of similar companies did not require this sales tax to be paid. Mr. Roszack discussed the
business environment in the Kansas City metropolitan area and the impact of Kansas’s
aggressive efforts to lure businesses to their state. Businesses in Missouri that are paying the
sales tax are at a competitive disadvantage to noncompliant businesses in Missouri and
businesses in Kansas who are not required to pay the tax under Kansas law.

Mr. Roszack gave a brief history of the sales tax on supplies used in manufacturing and
processing. Based on the Missouri Supreme Court case Unitog Rental Services v. Director of
Revenue, laundry facilities could not utilize the manufacturing sales tax exemption in Section




































